FOSTERING THE U.S. COMPETITIVE EDGE:
EXAMINING THE EFFECT OF
FEDERAL POLICIES ON
COMPETITION, INNOVATION, AND JOB GROWTH

HEARING

BEFORE THE

SUBCOMMITTEE ON TECHNOLOGY AND INNOVATION
COMMITTEE ON SCIENCE, SPACE, AND
TECHNOLOGY
HOUSE OF REPRESENTATIVES

ONE HUNDRED TWELFTH CONGRESS

SECOND SESSION

TUESDAY, MARCH 27, 2012

Serial No. 112-71

Printed for the use of the Committee on Science, Space, and Technology

&

Available via the World Wide Web: http:/science.house.gov

U.S. GOVERNMENT PRINTING OFFICE
73-604PDF WASHINGTON : 2012

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



COMMITTEE ON SCIENCE, SPACE, AND TECHNOLOGY
HON. RALPH M. HALL, Texas, Chair

F. JAMES SENSENBRENNER, JR.,
Wisconsin

LAMAR S. SMITH, Texas

DANA ROHRABACHER, California

ROSCOE G. BARTLETT, Maryland

FRANK D. LUCAS, Oklahoma

JUDY BIGGERT, Illinois

W. TODD AKIN, Missouri

RANDY NEUGEBAUER, Texas

MICHAEL T. McCAUL, Texas

PAUL C. BROUN, Georgia

SANDY ADAMS, Florida

BENJAMIN QUAYLE, Arizona

CHARLES J. “CHUCK” FLEISCHMANN,
Tennessee

E. SCOTT RIGELL, Virginia

STEVEN M. PALAZZO, Mississippi

MO BROOKS, Alabama

ANDY HARRIS, Maryland

RANDY HULTGREN, Illinois

CHIP CRAVAACK, Minnesota

LARRY BUCSHON, Indiana

DAN BENISHEK, Michigan

VACANCY

EDDIE BERNICE JOHNSON, Texas

JERRY F. COSTELLO, Illinois
LYNN C. WOOLSEY, California
ZOE LOFGREN, California
BRAD MILLER, North Carolina
DANIEL LIPINSKI, Illinois
DONNA F. EDWARDS, Maryland
BEN R. LUJAN, New Mexico
PAUL D. TONKO, New York
JERRY McCNERNEY, California
TERRI A. SEWELL, Alabama
FREDERICA S. WILSON, Florida
HANSEN CLARKE, Michigan
SUZANNE BONAMICI, Oregon
VACANCY

VACANCY

VACANCY

SUBCOMMITTEE ON TECHNOLOGY AND INNOVATION
HON. BENJAMIN QUAYLE, Arizona, Chair

LAMAR S. SMITH, Texas

JUDY BIGGERT, Illinois

RANDY NEUGEBAUER, Texas

MICHAEL T. McCAUL, Texas

CHARLES J. “CHUCK” FLEISCHMANN,
Tennessee

E. SCOTT RIGELL, Virginia

RANDY HULTGREN, Illinois

CHIP CRAVAACK, Minnesota

RALPH M. HALL, Texas

DONNA F. EDWARDS, Maryland
FREDERICA S. WILSON, Florida
DANIEL LIPINSKI, Illinois

BEN R. LUJAN, New Mexico
SUZANNE BONAMICI, Oregon
VACANCY

EDDIE BERNICE JOHNSON, Texas

1)



CONTENTS

Hearing Date

Page
WIENESS LISE  oeeiiiiiiieeee ettt
Hearing CRarter ......c..coooiiieeiiiiiceeeeeeee ettt e e e s e e st e e ssbaeeeesaeeens 3
Opening Statements
Statement by Representative Benjamin Quayle, Chairman, Subcommittee on
Technology and Innovation, Committee on Science, Space, and Technology,
U.S. House of Representatives 8

Written Statement .........ccocciiieiiiiiiiiieeeeeeeeee e 9

Statement by Representative Donna Edwards, Ranking Minority Member,
Subcommittee on Technology and Innovation, Committee on Science, Space,

and Technology, U.S. House of Representatives .........c.cccccoeeeecieeevcveescveeennnen. 10
Written Statement ..........ccccoeieiiiieieiiieecieeecee ettt e e et e e e eare e e e raeeeeanes 11
Witnesses:
Mr. Ron Cohen, President and CEO, Acorda Therapeutics
Oral StateMeENt .......ccoeoeciiiieiiiieceiieeeeiee ettt e e e ee e et e e eree e enaeeenns 13
Written Statement .........ccoociiiiiiiiiiiiieeeeeeee e e 15
Mr. Mick Truitt, Vice President, Ludlum Measurements, Inc.
Oral StatemMent ........cooeciiiiiiiieeeeeeeeeeee ettt e s e e s rae e enaae e 28
Written Statement ..........coccieeeiiiiieeiiie e e re e e rae e 31

Mr. Thomas M. Brandt, Jr., Senior Vice President and CFO, Telecommuni-
cations Systems, Inc.
Oral StateMeNt .......ccceoeeiiiieiiieceiieeecee ettt e et eee e e et e e eearee e enreeenns 47

Written Statement 50
Mr. Richard Bendis, Interim CEO, Biohealth Innovation, Inc., and President
and CEQO, Innovation America
Oral StatemMeEnt .......ccccceeciiieeiiieeeieeeeee et e e e e e re e e e ere e esarae e eraeeenaeeenns 63
Written Statement ..........ccccveieiiiieieiiieeeieeceiee et et eeeereeeeete e e e eareeeeraeeeeanes 66
Discussion 71
Appendix 1: Answers to Post-Hearing Questions
Mr. Ron Cohen, President and CEO, Acorda Therapeutics .........c.cccocceevvenueennes 83
Mr. Mick Truitt, Vice President, Ludlum Measurements, Inc. ........cccccovvveeeeennn. 89
Mr. Thomas M. Brandt, Jr., Senior Vice President and CFO, Telecommuni-
cations SyStems, INC. ....ccoiiicciiieeiieeceeecee e e e e e e eraeas 93
Mr. Richard Bendis, Interim CEO, Biohealth Innovation, Inc., and President
and CEO, Innovation AMETICA ........cccccceeiiieeeiiiureeeeeeeeeiiieeeeeeeeeeerrreeeeeeeesanreeeeeees 95
Appendix 2: Additional Material for the Record
TechAmerica: Technology Roadmap for America ........cccccecveeevieeeecieeeecieeesneeenne 102

(I1D)






FOSTERING THE U.S. COMPETITIVE EDGE:
EXAMINING THE EFFECT OF
FEDERAL POLICIES ON
COMPETITION, INNOVATION, AND JOB
GROWTH

TUESDAY, MARCH 27, 2012

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TECHNOLOGY AND INNOVATION,
COMMITTEE ON SCIENCE, SPACE, AND TECHNOLOGY,
Washington, DC.

The Subcommittee met, pursuant to call, at 10:15 a.m., in Room
2318 of the Rayburn House Office Building, Hon. Benjamin Quayle
[Chairman of the Subcommittee] presiding.

o))



EDDIE BERMICE JOHNSON, TEXAS

RALPH B, HALL, TEXAS
RANKING MEMBER

CHARMANK

U.S. HOUSE OF REPRESENTATIVES
COMMITTEE ON SCIENCE, SPACE, AND TECHNOLOGY

2321 RAYBURN HOUSE OFFICE BUILDING
WASHINGTON, DC 20515-6301
{202) 225-8371

wwwsgisnce huuse.gov

Subcommittee on Technology and Innovation Hearing

Fostering the U.S. Competitive Edge: Examining the Effect of
Federal Policies on Competition, Innovation, and Job Growth

Tuesday, March 27, 2012
10:00 a.m. — 12:00 pm.
2318 Rayburn House Office Building
Witnesses
Dr. Ron Cohen, President and CEO, Acorda Therapeutics,
Mr. Mick Traitt, Vice President, Ludlum Measurements, Inc.
Mr. Thomas M. Brandt, Jr., Sr. Vice President and CFO, TeleCommunications Systems, Inc.

Mr. Richard Bendis, Interim CEQ, BioHealth Innovation; President and CEQ, Innovation
America.



3

U.S. HOUSE OF REPRESENTATIVES
COMMITTEE ON SCIENCE, SPACE, AND TECHNOLOGY
SUBCOMMITTEE ON TECHNOLOGY AND INNOVATION

HEARING CHARTER

Fostering the US. Competitive Edge: Examining the Effect of Federal Policies on
Competition, Innovation, and Job Growth

Tuesday, March 27, 2012
10:60 a.m. — 12:00 p.m.
2318 Rayburn House Office Building

L. Purpose

On Tuesday, March 27, 2012, the Committee on Science, Space, and Technology Subcommittee
on Technology and Innovation will convene a hearing to better understand how Federal policies
and regulations affect competition, intovation and job growth, and to solicit input from leaders
of innovative companies on ways to improve Federal economic and regulatory policy.

It Witnesses

Dr. Ron Cohen, President and CEQ, Acorda Therapeutics.

Myr. Mick Truitt, Vice President, Ludlum Measurements, Inc,

Mr. Thomas M. Brandt, Jr., Sr. Vice President and CFO, TeleCommunications Systems, Inc.

Mr. Richard Bendis, Interim CEO, BioHealth Innovation; President and CEO, Innovation
Arnerica,

IIl.  Background

Competitiveness and innovation are crucial 1o ensuring economic growth and job creation in a
global economy. Historically, the United States proved to be an excellent place from which to
launch a new business, cultivating domestic entrepreneurship and attracting talent from around
the world. The U.S. is home to a multitude of innovative companies in various high-growth
sectors. U.S.-headguartered companies make up a disproportionate share on the lists of global
companies by market capitalization, such as the Financial Times Global 500", The U.S. is also
home to 14 of the top 20 universities, according to the Times Higher Education World University

R:mkings.2

* hitp://media.ft.com/cms/33558890-98d4-11e0-bd66-00144feabdda. pdf
2 http:/fwww timeshighereducation.co.uk/world-university-rankings/2011-2012/top-400.html
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The United States continues to have the largest economy in the world. According to the
Organization for Economic Co-operation and Development (OECD), the U.8.’s 2010 Gross
Domestic Product (GDP) was nearly 43 Pement higher than China’s. the second country on the
list, in terms of purchasing power parity”.

However, recent trends suggest that other couniries are catching up in terms of economic growth
and competitiveness. In fact, a study by the Information Technology and Innovation Foundation,
a non-partisan research and educational institute, ranks the U.S. sixth out of 40 countries in
overal] innovation-based competitiveness.®

According to The Conference Board, a global, independent business membership and research
organization, U.S. GDP is estimated to grow at an average annual percentage rate of 2.3 in the
years 2012-2016°, below the post-World War Il average of 3.25 percent®. Unemployment
currently sits at 8.3 percent, according to the February 2011 Bureau of Labor Statistics Report.”
Some economists predict that China’s GDP will surpass that of the United States in terms of
purchasing power parity in 2016 and in market exchange rate value by 201 ER

Policymakers from different countries recognized the success of innovative companies in the
United States {including small, medium, and large companies) and implemented policies to
cultivate innovation-led growth in their own countries. These policies cover a wide spectrum
including tax, research, regulation, human capital, and trade policies, among many others.

Today’s hearing is intended to examine how Federal policies and regulations affect
competitiveness, innovation, and job growth. Witnesses will discuss the advantages and
disadvantages of current Federal policies, and will make recommendations ot how changes to
Federal policies can improve the country’s competitive profile to ensure that the U.S. remains the
preeminent country inn which to launch or expand a business.

IV.  Federal Policy and Competitiveness

I a developed economy such as that of the United States, private sector innovation is criticat to
economic growth. Studies have demonstrated that innovation leads to mid-term and long-term
employment and income growth.” Indeed, according to the Information Technology Industry
Council, an association of information and communications technology firms, innovation has

* hitp//stats.oecd.org/index aspxPqueryid=556

4R, Atkinson and . Andes, “The Atlantic Century: Benchmarking EU & U.S. Competitiveness.” Information
Technology and Innovation Foundation, 2009,

s hitp:/fwww.conference-board.org/data/globalouticok.cfm

® http://www tradingeconomics.com/united-states/gdp-growth-annual

7 http:/ fwww.bis gov/news.release/pdf/empsit.pdf

® hitp:/Awww.economist.com/blogs/dailychart/2010/12/save_date

®R. Atkinson, D, Castro, $. Andes, S. Ezell, D. Hackler, and R. Bennett, “Innovation Policy on a Budget: Driving
Innovation in a Time of Fiscal Constraint.” Information Technology and Innovation Foundation, September 2010
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been re%)onsible for approximately 80 percent of the growth in the U.S, economy since World
War I

Other countries recognize the importance of promoting innovation-led growth and have adopted
policies intended to increase foreign direct investment and domestic development and
production.

Today’s hearing will examine the effects of the following policies (among others) on
competitiveness and innovation. :

Corporate Tax Policy

The U.8. currently has the second highest marginal corporate tax rate in the OECD at 35 percent
(39.2 percent including state and local taxes).'’ Many OECD countries have lowered corporate
tax rates over the last 20 years to improve their competitiveness. Indeed, if Japan changes its
corporate tax rate on April 1 as expected, the U.S. will have the highest marginal corporate tax
rate in the OECD (see figure 1). Even after accounting for credits and deductions, the U.S.
effective taic7 rate is more than 5 percentage points higher than the effective tax rate for the rest of
the OECD.*

Figure 1: Corporate Tax Rates (http://www.oecd.org)
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Other tax policies that affect competitiveness and innovation include the tax freatment and filing
status of companies, as well as different countries’ policies on taxation of foreign earnings for
exporters.

* Information Technaology Industry Council (www.itic.arg)
i http:/fwww, oecd org/document/60/0,3746,en_2649_34533_1942460_1_1_1_1.00.htmi#C_CorporateCaptial
2 htp:/ fbusinessroundtable.org/uploads/studies-reports/downloads/Effective_Tax_Rate_Study.pdf




Regulation

Federal regulations affect the cost of doing business for companies and therefore affect
competitiveness. Regulations can have different effects on different sized businesses. A 2008
study commissioned by the Small Business Administration determined that small businesses
faced an annual regulatory cost of $10,585 per employee, which was 36 percent higher than the
regulatory costs facing large firms.” The Committee witl examine the effects of regulatory
policy on U.S. competitiveness for small, medium, and large firms.

Research
R&D Tax Credit

The U.S. was the first industrialized country to adopt a comprehensive research and development
tax credit in 1981, This credit provided incentives to businesses for conducting research which
might lead to potential new products and services, even though the benefits of this research could
accrue beyond the company conducting the research. Many countries followed suit and now
offer more robust credits to fund research activities at private companies. France has enacted an
R&D tax credit six times more generous than that of the U.8."s (see figure 2) "

Figure 2: R&D Tax Credit {OECD Science, Technology and Industry Scorebioard 2008 - OECD © 2009)
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Industry/Federal Funding for Research

According to Batelle, 2 major research and development organization focused on scientific
discovery and application, U.S. funding of research and development totaled $427.2 billion in
2011, of which $270 billion came from industry, $128 billion from the Federal Government, and
$30 billion from academic and other sources,”® The Commitree will examine prioritization of

2 hitp:/farchive sba.gov/advo/research/rs371tot.odf
* www.oecdilibrary.org/content/ book/sti_scoreboard-2009-en
' 2012 Globat R&D Funding Forecast
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Federal funding for basic and applied research programs within the context of the challenging
budget environment.

Human Capital

[nrovative companies in knowledge-based economies depend on a talented workforce to develop
new products and services or to improve existing products and services. Science, Technology,
Engineering, and Math (STEM) education and immigration policies have an effect on
competitiveness and innovation and the Committee will seek input from witnesses on these
I5SLICS.

Trade

Innovative companies that export products and services depend on access to foreign markets,
Trade policies affect the cost of doing business for companies in global markets, The Committee
will examine Federal trade policies, including existing and potential trade agreements.

V. Questions for Witnesses

Witnesses have been asked to: provide recommendations on policies the Congress should enact
o improve American competitiveness and to promote innovation; describe whether current
Federal policies inhibit their companies’ ability to innovate and, if so, recommend steps that
Federal policy-makers can take to alleviate this burden; describe how Federal policy or
regulatory uncertainty affects their companies’ ability to make business decisions; and describe
how individual country’s economic policies influence their companies’ decisions to establish or
expand business operations.
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Chairman QUAYLE. The Subcommittee on Technology and Inno-
vation will come to order. Good morning. Welcome to today’s hear-
ing entitled “Fostering the U.S. Competitive Edge: Examining the
Effect of Federal Policies on Competition, Innovation and Job
Growth,” which is being held to examine the effect of federal poli-
cies on U.S. competitiveness and innovation. In front of you are
packets containing the written testimony, biographies and Truth in
Testimony disclosures for today’s witnesses. I now recognize myself
for five minutes for an opening statement.

Today’s discussion is the fourth in a series focused on advancing
U.S. innovation in a constrained budget environment, following
hearings on cloud computing, startup companies, and principles of
effective standards development.

At the Committee on Science, Space, and Technology, we are for-
tunate that we have the opportunity to influence the Federal Gov-
ernment’s investments in basic research, which can result in game-
changing innovations 10, 20, even 30 years down the line. We also
influence science education policy, helping to ensure our Nation’s
future workforce remains competitive in the global economy.

While these policy areas are vital to U.S. competitiveness and in-
novation, there are several other policy areas that affect our coun-
try’s competitive standing.

These areas include taxes, regulation, trade, protection of intel-
lectual property, and human capital, among many others. Accord-
ing to House Rule X, Clause 2(c): “Each standing committee shall
review and study on a continuing basis the impact or probable im-
pact of tax policies affecting subjects within its jurisdiction.”

As part of carrying out our oversight responsibilities, the Com-
mittee reviews laws, programs, and government activities that af-
fect the country’s competitiveness and innovation. Therefore, as we
hear a range of policy recommendations from our witnesses today,
it is imperative that we understand how these many issues affect
our Nation’s economic competitive position.

As of April 1, the United States will have the dubious honor of
having the highest marginal corporate income tax in the industri-
alized world. This tax rate harms competitiveness by taking money
away from companies that could be better used to conduct re-
search, develop new innovations and create jobs. And it encourages
companies to look for more favorable business environments
abroad.

Policy uncertainty can also make private sector business and in-
vestment decisions more difficult. For instance, the Research and
Development Tax Credit has expired 14 times since it was first au-
thorized under President Reagan in 1981. While the Congress has
repeatedly extended this credit, it generally has not done so until
the end of each year, adding a layer of uncertainty to company in-
vestment decisions.

Excessive regulations and red tape increase the cost of doing
business and create uncertainty for private sector companies. A
study commissioned by the Small Business Administration in 2008
calculated that small businesses faced annual regulatory costs of
$10,585 per employee. In the first three years of the Obama Ad-
ministration, the Federal Government imposed 106 new major reg-
ulations with annual costs of more than $46 billion. By piling on
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new hoops for employers to jump through, we are simply increasing
costs that are passed on to consumers.

Finally, our country’s deficit is projected to exceed $1 trillion for
the fourth straight year, and our gross national debt exceeds $15
trillion. This fiscal path is unsustainable. It is bad for business,
and it is just plain wrong. Clearly, we must do better. As policy-
makers, we need to foster an environment that allows U.S.-based
innovators to compete and to flourish. We should enact policies
that ensure this country remains the best place to launch or ex-
pand a business.

Today, we will be examining how federal policies and regulations
affect competition, innovation and job growth and we will be hear-
ing recommendations from leaders of innovative companies and
technology transfer organizations on ways to improve federal eco-
nomic and regulatory policy.

We thank our witnesses for being here today, and we look for-
ward to your testimony.

At this time, I am going to submit for the record Tech America’s
Technology Roadmap for America. Without objection, so ordered.

[The prepared statement of Mr. Quayle follows:]

PREPARED STATEMENT OF SUBCOMMITTEE CHAIRMAN BENJAMIN QUAYLE

Good morning, I’d like to welcome everyone to today’s hearing, which is being held
to examine the effect of federal policies on U.S. competitiveness and innovation.

Today’s discussion is the fourth in a series focused on advancing U.S. innovation
in a constrained budget environment, following hearings on cloud computing, start-
up companies, and principles of effective standards development.

At the Committee on Science, Space and Technology, we are fortunate that we
have the opportunity to influence the Federal Government’s investments in basic re-
search, which can result in game-changing innovations 10, 20, even 30 years down
the line. We also influence science education policy, helping to ensure our Nation’s
future workforce remains competitive in the global economy.

While these policy areas are vital to U.S. competitiveness and innovation, there
are several other policy areas that affect our country’s competitive standing.

These areas include taxes, regulation, trade, and protection of intellectual prop-
erty and human capital, among many others. According to House Rule X, Clause
2(c) “Each standing committee shall review and study on a continuing basis the im-
pact or probable impact of tax policies affecting subjects within its jurisdiction ...

As part of carrying out our oversight responsibilities, the Committee reviews laws,
programs and government activities that affect the country’s competitiveness and
innovation. Therefore, as we hear a range of policy recommendations from our wit-
nesses today, it is imperative that we understand how these many issues affect our
Nation’s economic competitive position.

As of April 1, the United States will have the dubious honor of having the highest
marginal corporate income tax in the industrialized world. This tax rate harms com-
petitiveness by taking money away from companies that could be better used to con-
duct research, develop new innovations and create jobs, and it encourages compa-
nies to look for more favorable business environments abroad.

Policy uncertainty can also make private sector business and investment decisions
more difficult. For instance, the Research and Development Tax Credit has expired
14 times since it was first authorized under President Reagan in 1981. While the
Congress has repeatedly extended this credit, it generally has not done so until the
end of each year, adding a layer of uncertainty to company investment decisions.

Excessive regulations and red tape increase the cost of doing business and create
uncertainty for private sector companies. A study commissioned by the Small Busi-
ness Administration in 2008 calculated that small businesses faced annual regu-
latory costs of $10,585 per employee. In the first three years of the Obama Adminis-
tration, the Federal Government imposed 106 new major regulations with annual
costs of more than $46 billion. By piling on new hoops for employers to jump
through, we are simply increasing costs that are passed on to consumers.
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Finally, our country’s deficit is projected to exceed $1 trillion for the fourth
straight year, and our gross national debt exceeds $15 trillion. This fiscal path is
unsustainable. It’s bad for business, and it is wrong.

Clearly, we must do better.

As policy makers, we need to foster an environment that allows U.S.-based
innovators to compete and to flourish. We should enact policies that ensure this
country remains the best place to launch or expand a business.

Today, we will be examining how federal policies and regulations affect competi-
tion, innovation and job growth and we will be hearing recommendations from lead-
ers of innovative companies and technology transfer organizations on ways to im-
prove federal economic and regulatory policy.

We thank our witnesses for being here today and we look forward to your testi-
mony.

Chairman QUAYLE. I now recognize the gentlelady from Mary-
land, Ms. Edwards, the Ranking Member, for her opening state-
ment.

Ms. EDWARDS. Thank you very much, Mr. Chairman, and thank
you for calling this hearing on competition, innovation, and job
growth. This hearing is an important follow-up to one that we held
back in November on small business creation.

I am pleased that we are taking an in-depth look at these issues
as we seek to identify the best federal policies for fostering innova-
tion and job growth and preserving our competitive edge in the
global economy. And I thank the witnesses for being here today.

Without a doubt, regulatory, tax, immigration, and economic poli-
cies have an unquestionable impact on innovation and competitive-
ness. And there are important steps that we can and should take
in Congress to address these issues, including policies that I have
long advocated, such as increasing and making permanent the re-
search and development tax credit and providing incentives for
businesses to co-locate their research and development and manu-
facturing activities here in the United States.

In addition, I am strongly supportive of efforts by policymakers
and business leaders in my home State of Maryland to enact a
measure to make more companies eligible for the State’s biotech in-
vestment tax credit and to streamline the application process, aid-
ing countless small- and medium-sized businesses.

Locally, in Montgomery County, which I represent along with
Prince George’s County, the biotech investment tax credit, the first
such program at the local level anywhere in the country and mod-
eled after the State’s program, has helped facilitate nearly $6 mil-
lion in local investment for a number of local biotech companies.
These are very promising programs that ought to be replicated
elsewhere.

However, for our purposes of today’s hearing and despite my ad-
vocacy for some issues that do not fall under this Committee’s ju-
risdiction, I think it is most worthwhile for us to focus on the areas
and programs within our committee’s jurisdiction, and these can
have an important impact on innovation and competitiveness.

We have legislative authority over many programs throughout
the Federal Government that are seeking to partner with the pri-
vate sector, State and local governments, academia, and others to
promote innovation- and technology-based economic development.
For example, in the America COMPETES Reauthorization Act of
2010, we authorized the Office of Innovation and Entrepreneurship
and the regional innovation strategies program at the Economic
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Development Administration. These programs are up for reauthor-
ization next year. I think it would be a valuable use of our time
to check in on the progress of these programs and to hear from our
witnesses today about how they might be improved, enhanced, or
expanded.

The truth is that there is much that can be done in the area of
regional innovation beyond the critical aspect of creating linkages
between and amongst the various stakeholders in a region. There
are interesting ideas involving shared facilities, collaborative re-
search and development, and commercialization that we ought to
be exploring in an effort to enhance regional innovation and eco-
nomic development. That is why I am particularly pleased that Mr.
Bendis is joining us today as a witness. I am very interested in the
BioHealth Innovation initiative, and I am very supportive of efforts
to formalize and accelerate development of a biotechnology cluster
in the Central Maryland region. We have extraordinary and unpar-
alleled biotech assets in Central Maryland that can be and ought
to be leveraged to make the region a truly global force in bio-
technology.

In addition to EDA’s efforts with respect to regional innovation
and economic development, there are also some very relevant,
White House-led policies under way that deserve some examination
and review. These include the President’s Public-Private Start-Up
America initiative and his recent efforts to enhance and improve
technology transfer from our federal labs.

We have jurisdiction in this committee over these programs and
policies, and we should make the effort to evaluate their effective-
ness to determine if there are steps that we could take by legisla-
tively strengthening or improving them.

I think it would also be worthwhile for us to take a serious look
at what is going on with our international competitors. Other coun-
tries, including Germany, Singapore, and China, are pouring sig-
nificant amounts of money into programs to spur innovation and
are trying out some interesting new models. We should seek to bet-
ter understand these models, the lessons learned and the best prac-
tices, and explore the possibility of piloting some of them here in
the United States.

I look forward to hearing from our witnesses today and hope we
have an opportunity to touch on some of these important issues,
and I yield the balance of my time.

[The prepared statement of Ms. Edwards follows:]

PREPARED STATEMENT OF RANKING MINORITY MEMBER DONNA EDWARDS

Mr. Chairman, thank you for calling this hearing on competition, innovation, and
job growth. This hearing is an important follow-up to the hearing we held back in
November on small business creation. I'm glad that we are taking an in-depth look
at these issues as we seek to identify the best federal policies for fostering innova-
tion and job growth and preserving our competitive edge in the global economy. And
thank you to the witnesses for being here.

Without a doubt, regulatory, tax, immigration, and economic policies have an im-
pact on innovation and competitiveness. And there are important steps that we
can—and should—take in Congress to address these issues, including policies that
I've long advocated such as increasing and making permanent the R & D tax credit
and providing incentives for businesses to co-locate their research and development
and manufacturing activities here in the United States.
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In addition, I'm strongly supportive of efforts by policymakers and business lead-
ers in my home state of Maryland to enact a measure to make more companies eligi-
ble for the State’s biotech investment tax credit and streamline the application proc-
ess, aiding countless small- and medium-sized businesses. Locally, in Montgomery
County, which I represent along with Prince George’s County, the biotech invest-
ment tax credit—the first such program at the local level anywhere in the country
and modeled after the State’s program—has helped facilitate nearly $6 million in
local investment for a number of local biotech companies. These are very promising
programs that ought to be replicated elsewhere.

However, for our purposes today, I think it is most worthwhile for us to focus on
those areas and programs within our Committee’s jurisdiction that have an impact
on innovation and competitiveness. We have legislative authority over many pro-
grams throughout the Federal Government that are seeking to partner with the pri-
vate sector, State and local governments, academia, and others to promote
innovation- and technology-based economic development. For example, in the Amer-
ica COMPETES Reauthorization Act of 2010, we authorized the Office of Innovation
and Entrepreneurship and the regional innovation strategies program at the Eco-
nomic Development Administration.

These programs are up for reauthorization next year. I think it would be a valu-
able use of our time to check in on the progress of these programs and hear from
our witnesses how they might be improved, enhanced, or expanded.

The truth is that there is much that can be done in the area of regional innova-
tion beyond the critical aspect of creating linkages between and amongst the various
stakeholders in a region. There are interesting ideas involving shared facilities, col-
laborative research and development, and commercialization that we ought to be ex-
ploring in an effort to enhance regional innovation and economic development.

That is why I am particularly pleased that Mr. Bendis is joining us today as a
witness. I am very interested in the BioHealth Innovation initiative and am very
supportive of efforts to formalize and accelerate the development of a biotechnology
cluster in the central Maryland region. We have extraordinary and unparalleled bio-
technology assets in central Maryland that can be, and ought to be, leveraged to
make the region a true global force in biotechnology.

In addition to EDA’s efforts with respect to regional innovation and economic de-
velopment, there are some very relevant White House-led policies underway that de-
serve some examination and review. These include the President’s Public-Private
Start-Up America initiative and his recent efforts to enhance and improve tech-
nology transfer from our federal labs. We have jurisdiction over these programs and
policies, and should make the effort to evaluate their effectiveness and determine
it}"1 there are steps that we could be taking legislatively to strengthen or improve
them.

I think it would also be worthwhile for us to take a serious look at what’s going
on with our international competitors. Other countries, including Germany, Singa-
pore, and China, are pouring significant amounts of money into programs to spur
innovation and are trying out some interesting new models. We should seek to bet-
ter understand these new models, the lessons learned and the best practices, and
explore the possibility of piloting some of them in the United States.

I look forward to hearing from our witnesses today, and hope that we will have
an opportunity to touch on some of these important issues. I yield back the balance
of my time.

Chairman QUAYLE. Thank you, Ms. Edwards. If there are Mem-
bers who wish to submit additional opening statements, your state-
ments will be added to the record at this point.

At this time, I would like to introduce our witnesses, and then
we will proceed to hear from each of them in order.

Our first witness is Dr. Ron Cohen, President and CEO of Acorda
Therapeutics. In his current position, he oversees a public bio-
technology company aimed at bettering the lives of those afflicted
with a variety of neurological conditions. Next we will hear from
Mr. Mick Truitt, Vice President of Ludlum Measurements, Inc. In
this capacity, Mr. Truitt has dealt with the extensive growth in the
international markets. Our third witness is Mr. Thomas Brandt,
Jr., who is the Senior Vice President and Chief Financial Officer
of TeleCommunications Systems, Inc., a wireless technology solu-
tions provider. Mr. Brandt is also here on behalf of TechAmerica,
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an association of diverse U.S. technology companies. Our fourth
witness is Mr. Richard A. Bendis, the Interim CEO of BioHealth
Innovation, Inc., and President and CEO of Innovation America.
These current roles allow Mr. Bendis to lead two innovation inter-
mediaries which help bring together the range of organizations and
knowledge necessary to spur innovation. Thanks again to all of our
witnesses for being here this morning.

As our witnesses should know, spoken testimony is limited to
five minutes each. After all witnesses have spoken, Members of the
Committee will have five minutes each to ask questions. I now rec-
ognize our first witness, Dr. Ron Cohen, for five minutes.

STATEMENT OF DR. RON COHEN,
PRESIDENT AND CEO, ACORDA THERAPEUTICS

Dr. CoHEN. Chairman Quayle and Ranking Member Edwards,
Members of the Committee, it is my privilege to be here today to
discuss ways to foster biomedical innovation in the United States.

My name is Ron Cohen and I am the President, CEO, and found-
er of Acorda Therapeutics, Inc. I have over 25 years of experience
in the biotechnology industry, and I am appearing before this Com-
mittee on behalf of the Biotechnology Industry Organization, or
BIO, where I serve as Chairman of the Emerging Companies sec-
tion of the Board.

Acorda is a small biotechnology company located in Hawthorne,
New York. I founded the company in 1995 with one mission, to de-
velop therapies that could restore neurological function to people
with multiple sclerosis, spinal cord injuries, and other conditions
that affect the nervous system.

In 2010, after 15 years of effort, we obtained FDA approval for
Ampyra, a drug that improves walking in people with MS, a sig-
nificant improvement in a basic function that affects the lives of
MS patients.

Our company went public in 2006, and today we employ over 330
people who are working on a pipeline of innovative medicines that
could be transformative in the lives of patients afflicted with these
terrible diseases.

America has developed more cures and breakthroughs than any
other country. However, this position will not be sustained without
a concerted policy focused on supporting and incentivizing the next
frontiers of biomedical discoveries, treatments, and cures. Unfortu-
nately, investors are now decreasing their funding in early-stage
companies, such as ours, developing potential medical break-
throughs. Even as we are decreasing our investment in early-stage
biotechnology in the United States, we are facing unprecedented
competition from around the globe to be the leader in biomedical
research. In 2008, China pledged to invest $12 billion in drug de-
velopment, and in 2011, the Chinese government named bio-
technology as one of seven industries that will receive $1.7 trillion
in government funding over the next five years. The competitive
gap is getting smaller.

The U.S. biotechnology industry is poised to be a major driver in
an innovation-driven economy, and we offer real solutions to our
most pressing healthcare needs: curing diseases, reducing costs, in-
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creasing quality, and ensuring that people enjoy not only longer
lives but better and more productive lives. In fact, today the Na-
tion’s biotechnology industry employs 1.42 million people and sup-
ports an additional 6.6 million jobs.

In order to truly realize these potential benefits, we must have
a policy environment that fosters innovation. My written testimony
discusses five policy areas that would better enable us to do this.
For my oral testimony today, I want to focus on two areas, tax pol-
icy and regulatory environment.

In the past, Congress has provided tax incentives that mitigate
risk and enhance the returns of innovative development projects
like those found in our companies. The growth of the industry in
the early 1980s was due in part to the ability of growing companies
to pass through various tax incentives, including credits and losses,
to their investors. This sponsored and promoted a great deal of in-
vestment in the industry. Allowing certain tax incentives stemming
from R&D to flow through life science projects to their investors
would result in immediate tax benefits to investors and encourage
further investment.

On the regulatory front, we need to have a strong successful FDA
and a transparent FDA. It is imperative that the FDA have the re-
sources that it needs. In 1992, Congress, industry, and the FDA
created the PDUFA, or the Prescription Drug User Fee Act. This
ensured that the FDA would have the wherewithal to hire the re-
viewers it needed, to expedite the drug development process. And
this year, the fifth reauthorization of that very successful program
is up for renewal, PDUFA V. This PDUFA V legislation will further
streamline the activities of the FDA, and I encourage Congress to
pass that.

In addition, Congressmen Stearns’ and Townes’ Faster Access to
Specialized Therapies Act, or the FAST bill, would create a robust,
accelerated approval pathway that would enable the safe and expe-
ditious development of the next generations of modern medicines.
I encourage passage of the FAST Act and the benefits that will ac-
crue from it.

Thank you very much for the opportunity to speak to you today.

[The prepared statement of Dr. Cohen follows:]
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March 27, 2012

Chairman Quayle and Ranking Member Edwards, Members of the Commiltee. it is my privilege
1 provide testimony today on the crucial issue of ensuring we foster biomedical innovation in
the United States. My name is Ron Cohen and [am the President, CEO. and founder of Acorda
Therapeutics, oe. Prior to founding Acorda, Twas a principal in Advanced Tissue Sciences,
fne.. a biotechnology company engaged in the growth of human ovgan Lissues for transplantation.
[ have over 25 years of experience in the bivtechaology industry and currently setve as a member
of the Columbia-Presbyterian Health Scicnces Advisory Council. Fam a recipient of the Hmst &
Young Entreprencur of the Year Award for the New York Metropolitan Region and am an
inductee of the National Spimai Cord Injury Asseciation’s “Spinal Cord Injury Hall of Fame.” 1
am appearing before this Commitiee on behalf of the Biotechmology Industry Organization
(BIO), where 1serve as Chairman of the Emerging Companics Section Governinyg Board. B1O
represents more than 1,100 companies. academic institutions, state biotechnology centers, and

reladed orgapizations in atll 50 states.

Acorda is a small hotechnology company lovated in Hawthoroe, New York. [ lounded the
compuny in 1993 with one mission o develop therapics that could restore penrological
function and improve the lives of people with multiple sclernsis (MS1, spinal cord injury (SCH.

and other disonders of the nervous system, W launched our fiest FDA-approved medivation,
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anallex Capsules, in 2005; Zanaflex is a druy that helps with the mapagement of spasticity. In
201 we 6&113%:}0& FDA approval Tor Ampyra. a drug that Improves walking in people with M
the majovity of patients aftlicted with this disease experfence tmpairment in thelr ability to widk.
In addition to Ampyra and Zanallex, we are working on four ueatraents that we hope will protect
perves in the spinat cord or brain from the consequences of traumatic injury or stroke. tegenerate
neural cornections in existing injuries, and addvess damage to or loss of myelin (the fasulating

layer of cells that surround aerve tibers).

Our company went public in 2006 and today we ave 330 employees who are working on our
pipeline of innovative medicines that